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JAPAN’S  potential  role  in  the  new  European  con¬ 
flict,  already  marked  down  as  negative  following 
conclusion  of  the  Soviet-German  pact  on  Au¬ 
gust  23,  was  even  more  circumscribed  by  the  strik¬ 
ing  reverse  which  its  armies  met  before  Changsha 
early  in  October.  Today  Japan’s  international  posi¬ 
tion  is  in  notable  contrast  to  the  extraordinarily 
favorable  position  it  occupied  in  August  1914. 

In  the  World  War,  Japan  enjoyed  all  the  advan¬ 
tages  of  a  belligerent  and  suffered  none  of  its  dis¬ 
advantages.  Fortified  by  the  Anglo-Japanese  Alli¬ 
ance,  and  even  more  by  Britain’s  preoccupation  in 
Europe,  ‘  Japan’s  navy  swept  the  north  Pacific 
while  its  army  exerted  virtually  a  free  hand  on  the 
Asiatic  mainland.  In  Shantung,  Manchuria  and 
the  South  Seas,  Japan  rapidly  extended  its  terri¬ 
torial  and  political  sway,  at  little  or  no  cost  in 
military-naval  expenditure  or  human  casualties.  Its 
economic  resources,  like  those  of  the  United  States, 
were  largely  used  to  supply  the  needs  of  the  Allied 
powers  or  to  penetrate  new  markets  which  were 
perforce  abandoned  by  the  warring  countries.  For 
four  years  Japan  enjoyed  a  period  of  unexampled 
prosperity,  during  which  it  swifdy  attained  indus¬ 
trial  maturity  and  accumulated  financial  reserves. 

None  of  these  easily  acquired  gains  can  be  ex¬ 
pected  by  Japan  at  the  present  time.  Territorial 
acquisitions  depend  on  the  outcome  of  the  war  in 
China;  and  the  economic  burdens  imposed  by  this 
war  on  Japan  preclude  any  significant  exploitation 
of  trade  opportunities  resulting  from  the  conflict  in 
Europe.  The  neutral  attitude  toward  that  conflict 
which  Japan  assumed  early  in  September  reflected 
the  difficulties  of  a  situation  in  which  its  freedom 
of  action  is  severely  limited.  On  the  eve  of  the  out¬ 
break  of  war  in  Europe,  Japan’s  diplomatic  front 
was  drastically  shaken  by  desertion  of  the  one  ally 
— Germany — on  which  it  counted  for  effective  sup¬ 
port  of  its  ambitious  designs  in  the  Far  East.  As 
the  war  began,  Japan  was  hurriedly  endeavoring 
to  mend  its  diplomatic  fences,  in  an  effort  to  offset 

I.  Japan  was  an  “ally”  whose  demands  Britain  could  not  easily 
oppose — a  position  somewhat  analogous  to  Germany’s  relation 
to  the  Soviet  Union  at  the  present  lime. 


the  damage  caused  by  its  policy  toward  Britain, 
the  United  States,  and  the  Soviet  Union.  Forcibly  ! 
recalled  to  its  unfinished  task  in  China,  the  Jap-  1 
anese  army  command  launched  an  attack  on  | 
Changsha  in  the  middle  of  September.  The  devel-  i 
opment  of  this  offensive,  and  its  outcome,  were 
closely  similar  to  the  results  of  engagements  in 
the  Yangtze  Valley  last  spring.  After  preliminary  > 
successes,  Japan’s  forces  met  with  solid  counter¬ 
attacks  and  enveloping  movements  that  broke  the 
offensive,  turned  the  advance  into  a  retreat,  and 
led  to  a  rapid  recovery  of  lost  ground  by  the 
Chinese  armies.  The  scope  of  this  Chinese  military 
victory  has  more  than  ever  pinned  Japan  down  i 
to  its  task  in  China,  and  restricted  the  possibility  of 
Japanese  action  in  support  of  Germany. 

i 

THE  UNFrNrSHED  WAR  tN  CHrNA  ’ 

Outbreak  of  the  European  conflict  in  September  ' 
found  Japanese  troops  scattered  over  part  or  all  of  > 
some  fifteen  provinces  of  China.  Japanese  armies 
of  occupation  spread  from  Mukden  to  Canton,  and 
from  Shanghai  to  Hankow.  All  of  China’s  main 
seaports  and  most  of  its  system  of  railway  com¬ 
munications  were  controlled  by  Japan’s  armed 
forces.  The  contrast  between  this  situation  and  that 
existing  at  the  outbreak  of  the  last  war  was  strik¬ 
ing.  In  August  1914,  except  for  the  Japanese  di¬ 
visions  in  the  Kwantung  leased  territory  and  de¬ 
tachments  of  armed  guards  along  the  South  Man¬ 
churia  Railway  and  in  a  few  Chinese  cities  south 
of  the  Great  Wall,  Japan  exercised  no  direct  mili¬ 
tary  control  over  Chinese  territory.  Even  at  the 
close  of  the  World  War,  the  only  additional  section 
of  China  occupied  by  Japanese  troops  was  Shan¬ 
tung  province.^'^ 

Important  reservations,  however,  must  be  made 
regarding  this  apparent  superiority  of  Japan’s  mili¬ 
tary  position  in  China  today,  as  contrasted  with 
1914.  Large  organized  Chinese  armies,  equal  if  not 
greater  in  numbers  than  at  the  beginning  of  the  ! 

2-3.  Japan’s  political  influence  in  China,  as  distinct  from  mil¬ 
itary  control,  was  far  greater  in  1918  than  in  1914. 
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Sino-Japanese  conflict  in  1937,  are  still  in  the  field 
and  still  contest  Japan’s  further  advances.  The  rail¬ 
way  lines  are  not  wholly  secure  from  disruptive 
raiding  attacks,  while  the  greater  part  of  the  hinter¬ 
land  in  “occupied”  areas — even  in  the  North  China 
provinces  overrun  at  the  outset  of  the  war — is 
under  Chinese  military  and  administrative  control. 
Japan’s  resources  have  been  severely  strained  in 
order  to  meet  the  economic  burden  imposed  by  the 
conflict.  Direct  military  expenditure,  covering  two 
years  of  hostilities  in  China,  has  amounted  to 
roughly  five  times  the  amount  devoted  to  the 
Russo-Japanese  War  of  1904-1905.“*  Each  year  since 
i937Japan’s  foreign  trade  has  piled  up  a  large  passive 
balance,  and  approximately  three-fourths  of  Japan’s 
gold  reserves  have  already  been  used  up  to  cover 
this  trade  deficit.  Japan  is  thus  fighting  a  war  that 
has  sapped  its  military-economic  strength  and  that 
is  not  yet  won.  How  to  end  the  war  by  a  settle¬ 
ment  which  will  preserve  gains  at  all  commen¬ 
surate  with  the  cost  in  lives  and  money  has  be¬ 
come  the  all-important  problem. 

From  the  beginning  most  observers  agreed  that 
Japan’s  interest  lay  in  a  swift  military  campaign, 
followed  by  a  dictated  peace  with  limited  political- 
economic  objectives.  The  evidence  clearly  indicates 
that  the  Japanese  leaders  themselves  shared  this 
view.  Preliminary  war  appropriations  passed  by  the 
Diet  in  the  summer  of  1937  were  intended  to 
cover  the  costs  of  military  operations  up  to  the  close 
of  1937,  when  it  was  expected  that  North  China 
would  have  been  conquered,  and  Shanghai  and 
Nanking — the  economic  and  political  capitals  of 
China — captured.  The  military  objectives  were 
achieved  according  to  schedule,  but  it  proved  im¬ 
possible  to  dictate  a  peace  settlement.  A  month 
passed  before  the  Japanese  authorities  became 
finally  convinced  that  Generalissimo  Chiang  Kai- 
shek  would  not  accept  the  terms  transmitted 
through  the  German  Ambassador  at  Hankow. 
This  respite  enabled  the  Chinese  commanders  to 
cope  with  the  disorganization  caused  by  the  severe 
reverses  in  the  Shanghai-Nanking  area,  and  in  mid- 
January  the  military  struggle  was  renewed.  Nine 
months  later,  after  a  series  of  costly  campaigns, 
the  Japanese  forces  succeeded  in  capturing  Han¬ 
kow  and  Canton.  Even  these  major  victories 
turned  out  to  be  indecisive.  In  October  1938,  as  in 
December  1937,  Japan  found  it  impossible  to  dic¬ 
tate  a  settlement.  After  an  orderly  withdrawal  from 

4-  The  amounts  are  1,700  million  yen  in  1904-1905,  and  8,500 
million  yen  in  1937-1939.  The  latter  figure  is  an  estimated  total 
which  excludes  ordinary  military-naval  expenditures  and  unex¬ 
pended  budget  balances.  Cf.  The  Oriental  Economist  (Tokyo), 
April  1939,  pp.  242-43;  May  1939,  p.  293.  A  larger  national 
income  enabled  Japan  to  stand  the  burden  more  easily. 


the  Hankow  area,  very  different  from  the  debdcle 
at  Nanking,  the  Chinese  authorities  entered  on  the 
task  of  consolidating  their  previously  prepared 
military-economic  base  in  the  southwest. 

It  was  now  evident  that  China’s  resistance  had 
proved  strong  enough  to  frustrate  the  Japanese 
program  for  a  limited  war.  The  conflict  had  be¬ 
come  a  war  of  attrition,  through  which  alone 
China  might  hope  eventually  to  wear  down  the 
invader  and  emerge  the  victor.’ 

The  Tokyo  authorities  were  thus  confronted 
with  a  serious  dilemma,  involving  a  choice  between 
further  offensives  or  the  consolidation  of  “occu¬ 
pied”  areas.  The  results  of  an  attempt  to  push  on 
into  the  interior  were  unpredictable.  Such  an  ef¬ 
fort,  in  order  to  be  decisive,  would  have  to  envelop 
and  crush  the  organized  Chinese  armies.  Over¬ 
running  additional  territory  would  mean  little  so 
long  as  formidable  Chinese  resistance  still  contin¬ 
ued.  It  might  conceivably  increase  the  difficulty  of 
Japan’s  military  position  by  extending  already 
thinly  held  lines  of  communication  and  defense. 
The  alternative  of  standing  on  the  defensive  and 
consolidating  occupied  territory,  while  superficially 
plausible,  also  had  its  serious  drawbacks.  It  meant 
that  additional  Chinese  divisions  could  be  trained 
and  equipped  in  the  interior,  and  that  men  and 
supplies  could  meanwhile  be  fed  into  the  guerrilla 
areas.  Under  such  handicaps,  the  task  of  consolida¬ 
tion  and  pacification  of  occupied  territory  might  be 
protracted  indefinitely.  The  showdown  would  be 
merely  postponed,  and  the  issue  might  finally  be 
joined  on  even  more  unfavorable  terms  for  Japan. 

After  wrestling  with  this  dilemma  for  several 
months,  the  Japanese  leaders  finally  adopted  a 
middle-of-the-road  course.  The  first  eight  months 
of  1939  were  characterized  by  a  succession  of  fairly 
large  offensive  operations,  combined  with  an  at¬ 
tempt  to  pacify  the  guerrilla  areas.  Early  in  Febru¬ 
ary  offensives  on  a  considerable  scale  were  launched 
on  the  central  front,  both  south  and  north  of  the 
Yangtze  River.  To  the  south,  the  Japanese  forces 
entered  Nanchang  on  March  27,  and  appeared  to 
be  sweeping  on  toward  Changsha.  In  April,  how¬ 
ever,  a  strong  Chinese  counter-offensive,  which 
barely  failed  of  recapturing  Nanchang,^  brought  the 
drive  to  a  full  stop. 

Northwest  of  Hankow  large  Japanese  forces  were 
meanwhile  driving  up  the  Han  River  \  alley,  in  a 
determined  effort  to  split  off  the  North  China 
provinces  from  Chungking  and  the  central  front. 

5.  cf.  Walter  H.  Mallory,  “The  Strategy  of  Chiang  Kai-shek,” 
Foreign  Affairs,  July  1939,  pp.  699-711. 

6.  The  New  Yorl(  Times,  April  27,  1939.  A  parallel  Japanese 
drive  south  from  Yochow  was  also  repulsed  during  these  months. 
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By  late  May,  after  a  series  of  vigorous  thrusts  and 
some  fairly  heavy  engagements,  the  Japanese  di¬ 
visions  had  carried  their  advance  well  into  north¬ 
west  Hupeh  province.  At  this  point  the  Chinese 
armies  made  a  firm  stand,  carried  through  a  suc¬ 
cessful  outflanking  movement,  and  turned  the 
Japanese  advance  into  a  disastrous  retreat.  Within 
a  few  days,  the  invading  forces  fell  back  over 
ground  that  had  taken  a  month  or  more  to  win.’  ® 

Early  in  May  drastic  bombing  attacks,  featured 
by  the  use  of  incendiary  bombs,  were  carried  out 
against  Chungking.  Although  the  raids  burned  out 
large  areas  of  the  city  and  resulted  in  a  toll  of 
Chinese  civilian  casualties  running  into  the  thou¬ 
sands,  they  achieved  no  substantial  military  result. 
Later  in  the  summer  a  strong  Japanese  offensive 
into  southeastern  Shansi — the  sixth  successive  drive 
into  this  region — was  again  turned  back,  and  cities 
and  towns  occupied  in  the  preliminary  advances 
were  retaken  by  the  Chinese  forces.^  The  moun¬ 
tainous  backbone  of  Shansi  province,  firmly  held 
by  the  Eighth  Route  Army  in  cooperation  with 
central  troops  under  General  Wei  Li-huang,  is  the 
strategic  key  to  North  China.  So  long  as  this  prov¬ 
ince  is  not  effectively  controlled  by  Japanese  forces, 
progress  toward  Sian  is  blocked  and  full  liaison  be¬ 
tween  the  central  and  northern  Chinese  fronts  can 
be  maintained.  These  considerations  account  for 
the  stubborn  renewal  of  the  Japanese  attempts  to 
break  the  Chinese  hold  on  Shansi. 

Two  additional  factors  of  considerable  signifi¬ 
cance  to  the  ultimate  prospects  of  Japan’s  military 
campaign  in  China  emerged  during  the  hostilities 
from  February  to  August  1939.  Up  to  this  period, 
Japan’s  forces  had  maintained  advanced  local 
fronts  in  numerous  widely  separated  areas  of  the 
country.  Despite  the  seeming  vulnerability  of  such 
a  position,  especially  to  concerted  attack,  it  had 
been  maintained  with  relative  ease.  Ineffective  staff 
work,  as  well  as  a  scarcity  of  munitions,  had  ap¬ 
parently  prevented  the  launching  of  a  concerted 
Chinese  assault  on  the  scattered  Japanese  forces. 
In  April  and  May,  however,  the  Chinese  counter¬ 
offensives  which  turned  back  Japan’s  drives  on  the 
central  fronts  north  and  south  of  the  Yangtze  River 
were  supplemented  by  simultaneous  attacks  in 
many  other  sectors.  In  Shansi  province,  around 
Kaifeng  in  Honan  province,  at  Canton  in  the 
south,  and  in  other  regions  local  Chinese  offensives 

7-8.  Ibid.,  May  25,  30,  1939;  also  “News  and  Views  from  the 
Far  East”  (Hongkong),  No.  i,  June  6,  1939,  pp.  2-3.  Estimates 
of  Japanese  casualties  ranged  from  10,000  to  25,000  out  of  a 
total  engaged  force  of  about  100,000. 

9.  Ibid.,  August  24,  1939;  for  significant  admissions  by  the 
Tokyo  War  Office,  cf.  also  Tol^yo  Gazette,  September  1939, 
p.  120. 
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of  considerable  strength  were  directed  against  the 
Japanese  forces  of  occupation.  None  of  these  local 
attacks  won  more  than  temporary  advantages,  but 
they  probably  affected  the  decisions  on  the  major 
fronts  at  the  time  and  heralded  a  new  degree  of 
effectiveness  in  the  handling  and  coordination  of 
China’s  military  strength. 

The  second  important  characteristic  of  the  cam¬ 
paigning  during  these  months  was  the  relative 
failure  of  Japan’s  “mopping-up”  expeditions  in  the 
so<alled  guerrilla  areas.  Pacification  drives  in 
Hopei,  Honan  and  Shantung  provinces  carried  i 
Japanese  detachments  well  out  into  the  hinterland,  1 
but  the  guerrilla  forces  avoided  pitched  battles,  cut  { 
the  supply  lines  of  advanced  units,  and  either 
forced  their  withdrawal  or  reduced  them  to  be¬ 
leaguered  garrisons  in  restricted  centers.  In  the 
lower  Yangtze  Valley,  around  Shanghai  and  Nan¬ 
king,  the  Fourth  Army  increased  its  numbers  and 
the  scope  of  its  operations,  compelling  the  use  of  j 
much  larger  Japanese  forces  to  hold  it  in  check,  . 
In  the  north,  and  along  the  eastern  coast,  the  lines  ' 
of  Japanese  railway  communication  apparently  be-  ' 
came  somewhat  more  secure,  but  in  no  case  was 
effective  consolidation  of  control  over  interior  areas 
achieved.  To  attain  this  object  either  large-scale  ^ 

offensives  would  have  to  be  undertaken,  in  an  ef- 

’  11 

fort  to  crush  the  guerrilla  forces  and  occupy  their 
bases,  or  garrisons  of  occupation  would  have  to  be  ^ 
multiplied  throughout  the  countryside.  Both  al- : 
ternatives  required  much  larger  numbers  of  troops, 

For  the  political  and  economic  consolidation  of  |  ^ 
its  conquest,  Japan’s  inability  to  extend  effective  ^ 
military  control  over  the  interior  was  as  much  a  |  ^ 
handicap  as  the  failure  to  win  decisive  advances 
against  China’s  regular  armies.  After  two  years  of  ^ 
war,  the  new  Japanese-dominated  regimes  at  Pei- : 
ping,  Nanking,  Shanghai,  Hankow  and  Canton  ■ 
were  still  little  more  than  local  centers  surrounded  f 
by  largely  hostile  populations.  In  North  China  the|  ^ 
majority  of  the  hsien,  or  county,  magistracies"’  ^ 
were  held  by  appointees  of  the  Chinese  govern- 
ment,  and  their  areas  were  under  full  Chinese  ^ 
military  and  administrative  control.  This  phase  of 
Japan’s  political  problem  is  much  more  basic  than  ^ 
the  failure  to  secure  Chinese  puppets  of  ability  and 
prestige,  and  the  task  of  winning  cooperation  or 
even  passive  assent  from  the  local  populations  of 
fully  occupied  areas  is  greatly  complicated  by  tii 
often  unrestrained  actions  of  the  Japanese 
tary.**'*’  Although  Wang  Ching-wei’s  acceptance  of 
a  puppet  role  may  contribute  toward  the  establish 

10.  The  effective  centers  of  local  government  in  China.  '5‘ 
11-12.  Hallett  Abend,  Chaos  in  Asia  (New  York,  Ives  Wash 
burn,  Inc.,  1939),  chapters  4,  5,  7,  8,  13,  20. 
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mcnt  of  a  centralized  regime  with  somewhat 
greater  prestige,  the  effectiveness  of  the  new  gov¬ 
ernment  will  depend  on  the  extent  to  which  real 
control  is  asserted  in  “occupied”  territory. 

Military  and  political  difficulties  have  necessarily 
affected  Japan’s  ability  to  exploit  its  new  con¬ 
quest.  Exports  to  China,  excluding  Manchuria, 
totaled  233  million  yen  in  the  first  seven  months  of 
1939,  as  against  144  million  for  the  same  period  of 
1937.*^  These  exports,  however,  supply  little  or  no 
foreign  exchange,  and  Tokyo  has  laid  down 
stringent  regulations  against  export  to  the  yen  bloc 
of  such  commodities  as  cotton  textiles,  the  manu¬ 
facture  of  which  requires  imported  raw  materials. 
Imports  from  China — a  more  significant  index  of 
the  immediate  economic  benefits  derived  by  Japan 
—have  increased  hardly  at  all  during  the  last  two 
years.  For  the  first  seven  months  of  1937  they  were 
valued  at  116  million  yen,  and  for  1939  at  120  mil- 
lion.^^  On  the  other  hand,  trade  statistics  fail  to 
include  considerable  stocks  of  materials  directly 
rquisitioned  by  the  military,  as  well  as  local  pro¬ 
duction  now  being  carried  on  for  army  use  in  oc¬ 
cupied  industrial  centers.  Both  in  raw  materials 
and  in  investment  for  exploitation  purposes,  how¬ 
ever,  Japan’s  net  gains  are  thus  far  extremely  lim¬ 
ited.*’  No  general  development  of  China’s  resources 
can  be  undertaken  while  expenditure  on  the  mili¬ 
tary  campaign  continues  to  absorb  such  large 
amounts  of  Japanese  capital. 

Japan  has  encountered  equal  difficulty  in  solving 
the  currency  and  exchange  problems  involved  in 
the  attempt  to  wrest  control  of  China’s  foreign 
trade  from  the  Western  powers.  Various  agencies 
in  “occupied”  China  have  placed  in  circulation  a 
complicated  set  of  at  least  four  Japanese-sponsored 
currencies,  most  of  them  inconvertible  and  unbacked 
by  reserves.  These  fiat  or  near-fiat  currencies  have 
tended  to  oust  the  sounder  Chinese  note  issue, 
,  which  has  been  driven  from  circulation  and  hoard- 
I  cd  by  the  people  in  areas  of  North  China  under 
Japan’s  direct  military  control.*^  On  the  other 
hand,  the  convertibility  of  the  Chinese  national 
currency  has  enabled  Western  nationals  to  preserve 
a  share  of  China’s  foreign  trade  in  these  areas. 
Exchange  control  measures  directed  by  Japanese 
against  Western  traders  centered  in  the  foreign 
concessions,  where  the  Chinese  national  currency 


luib  U-  Monthly  Return  of  the  Foreign  Trade  of  Japan  (Tokyo, 
ceoi^*  Department  of  Finance),  July  1939,  p.  8. 

-i:A  Ibid.  Imports  from  Manchuria,  in  contrast,  were  valued  at 
nearly  300  million  yen  during  these  seven  months  of  1939. 

<5;  Haldore  Hanson,  “Japan’s  Balance  Sheet  in  China,"  Amer- 
SM.June  1939,  pp.  158-63, 

'!>•  Cf.  Kurt  Bloch,  “Inflation  and  Prices  in  the  Yen  Bloc,” 
far  Eastern  Survey,  August  2,  1939,  pp.  183-90. 


circulates  freely,  have  therefore  proved  unable 
completely  to  throttle  foreign  trade  even  with  “oc¬ 
cupied”  China.  In  the  north,  Japan  has  supple¬ 
mented  these  exchange  control  measures  with  a 
ban  on  the  export  of  ten  or  a  dozen  major  com¬ 
modities.  Japan’s  anxiety  to  gain  full  control  of  the 
exchange  resources  to  be  derived  from  China’s 
foreign  trade,  coupled  with  the  Western  traders’ 
unwillingness  to  be  squeezed  out  by  arbitrary 
means,  has  constituted  one  of  the  central  issues  in 
the  recent  controversies  at  Tientsin  and  Shanghai. 
Maintenance  of  a  free  China  and  of  the  Western 
business  stake  in  China  are  to  a  large  extent  com¬ 
plementary,  and  both  must  be  eliminated  before 
Japan  can  fully  enjoy  the  economic  advantages  of 
its  conquest.*^ 

The  difficulties  encountered  by  Japan  on  the 
military,  political,  and  economic  fronts  in  China 
are  in  direct  proportion  to  the  strength  of  Chinese 
resistance.  A  sudden  collapse  of  China’s  morale 
and  will  to  resist  would  immensely  enhance  the 
chances  of  an  ultimate  victory  for  Japan.  Thus  far 
no  signs  of  such  a  collapse  have  appeared,  unless 
Foreign  Minister  Wang  Chung-hui’s  suggestion 
that  the  mediation  of  President  Roosevelt  would  be 
acceptable  to  China  be  interpreted  in  this  light.*® 
The  Kuomintang-Communist  united  front,  despite 
minor  cases  of  friction,*’*  has  been  solidly  main¬ 
tained  for  more  than  two  years.  In  the  Chinese 
military  command,  as  well  as  at  the  front,  there  is 
every  indication  of  a  strong  determination  to  con¬ 
tinue  the  struggle. 

Economic  difficulties  are  undoubtedly  serious. 
The  external  reserves  at  China’s  command  probably 
do  not  exceed  U.S.  $100  million,^®  the  internal  note 
issue  has  virtually  doubled  since  the  beginning  of 
the  war,  and  there  are  signs  of  inflation.  During 
the  past  summer  the  value  of  the  Chinese  dollar 
was  approximately  halved,  but  it  has  since  re¬ 
mained  virtually  stationary  at  its  new  level  of  U.S. 
$0.08.  Although  imports  of  heavy  munitions  are 
hampered  by  financial  limitations  and  transport 
difficulties,  domestic  production  of  small  arms  and 
ammunition,  including  machine  guns,  is  steadily 

17.  Cf.  Nathaniel  Peffer,  “Would  Japan  Shut  the  Open  Door 
in  China?”  Foreign  Affairs,  October  1938,  pp.  37-50. 

18.  The  New  Yorf{  Times,  September  29,  1939.  The  news  re¬ 
port  carried  the  implication  that  Wang  Chung-hui  was  pleading 
for  mediation.  Chungking  authorities  have  since  denied  the 
accuracy  of  this  implication. 

19.  During  the  spring  of  1939  certain  lesser  Kuomintang  com¬ 
manders,  especially  in  Honan  and  Shensi  provinces,  led  their 
forces  in  attacks  on  Eighth  Route  Army  units.  Cf.  Frederick  V. 
Field,  “Are  Chinese  Again  Fighting  Chinese?”  Amerasia,  Sep¬ 
tember  1939,  pp.  315-19. 

20.  Guenther  Stein,  China  Air  Mail,  No.  3,  July  14,  1939,  p.  3. 
Outstanding  external  credits  from  foreign  powers,  including  the 
Soviet  Union,  aggregate  twice  or  three  times  this  amount. 
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increasing.  The  good  account  which  the  Chinese 
armies  gave  of  themselves  in  the  recent  Japanese 
offensive  against  Changsha  indicates  that  the  mu¬ 
nitions  supply  is  still  adequate  for  large-scale  de¬ 
fensive  engagements,  even  though  it  is  not  sufficient 
to  launch  the  general  counter-offensive  for  which 
the  Chinese  military  authorities  are  preparing. 

japan’s  diplomatic  front 

In  1914  the  circumstances  of  Japan’s  position  au¬ 
tomatically  dictated  entrance  into  the  war  on  the 
side  of  the  Allies.  The  Anglo-Japanese  Alliance 
had  been  renewed  for  ten  years  in  1911,  secret 
treaties  had  been  signed  with  Tsarist  Russia,  Ger¬ 
many  was  highly  vulnerable  in  Pacific  waters,  and 
the  prospects  of  a  free  hand  in  China  were  invit¬ 
ing.  That  the  two  latter  factors  bulked  largest  in 
Japan’s  choice  was  made  evident  by  British  diplo¬ 
matic  efforts  in  August  1914  to  forestall  warlike 
measures  under  the  Alliance  or,  alternatively,  at 
least  to  restrict  Japan’s  war  operations.^  ^  These 
efforts  proved  unsuccessful.^^  When  no  reply  to  an 
ultimatum  addressed  to  Germany  was  received, 
Japan  issued  a  formal  declaration  of  war  on  Au¬ 
gust  23.  The  only  limitation  on  Japan’s  freedom 
of  action  was  the  pledge,  contained  in  its  ulti¬ 
matum  to  Germany,  that  surrender  of  the  Tsingtao 
leasehold  was  required  “with  a  view  to  the  even¬ 
tual  restoration  of  the  same  to  China.”^^ 

Once  having  entered  the  war,  Japan  moved  swiftly 
to  capitalize  on  the  advantages  of  its  belligerent 
status.  The  German  forces  at  Tsingtao  capitulated  on 
November  7,  and  within  another  month  Japan  had 
taken  over  the  whole  province  of  Shantung.  Before 
the  end  of  1914,  moreover,  Japan  had  occupied 
most  of  the  German  islands  in  the  Pacific  north  of 
the  equator.  Six  months  later  the  Twenty-one  De¬ 
mands,  embracing  a  far-reaching  effort  to  establish 
Japanese  hegemony  in  China,  were  implemented 
by  the  Sino-Japanese  treaties  and  exchanges  of  notes 
of  May  25,  1915.  During  the  next  two  years,  as 
opportunity  offered,  Tokyo  pursued  a  diplomatic 
offensive  designed  to  insure  retention  of  the  gains 
thus  won.  In  February-March  1917  Japan  extorted 
secret  pledges  from  Britain,  Russia  and  France  that 
its  claims  to  the  German  rights  in  Shantung  and 

21.  Tatsuji  Takcuchi,  War  and  Diplomacy  in  the  Japanese  Em¬ 
pire  (New  York,  Doubleday,  Doran  &  Co.,  1935),  pp.  168-77. 

22.  A  press  statement  by  Sir  Edward  Grey,  British  Foreign 
Secretary,  asserting  that  Japan’s  actions  would  be  limited  to  the 
China  seas  and  German  possessions  in  China,  was  denied  by 
Tokyo.  Cf.  A.  Whitney  Griswold,  The  Far  Eastern  Policy  of  the 
United  States  (New  York,  Harcourt,  Brace  and  Co.,  1938),  pp. 
181-82. 

23.  John  V.  A.  MacMurray,  Treaties  and  Agreements  with  and 
concerning  China  (New  York,  Oxford  University  Press,  1929), 
Vol.  II,  p.  1167. 
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the  German  islands  north  of  the  equator  would 
be  supported  at  the  peace  conference.^"*  The  United 
States,  which  had  strongly  objected  to  the  Twenty- 
one  Demands  and  secured  their  modification,  still 
remained  as  an  obstacle  to  Japan’s  territorial  am¬ 
bitions.  Following  the  American  declaration  of 
war,  Japan  seized  the  opportunity  to  secure  the 
Lansing-Ishii  agreement  of  November  2,  1917, 
whereby  the  United  States  recognized  Japan’s 
“special  interests  in  China” — a  concession  which 
aroused  serious  misgivings  in  China  and  materially 
strengthened  the  Japanese  position.^^'^^ 

Japan  participated  in  the  peace-making  at  Ver¬ 
sailles  as  one  of  the  victorious  Allied  and  Associated 
Powers.  The  Versailles  Treaty  was  a  crushing 
“dictate”  to  Germany,  but  for  Japan  it  confirmed 
important  gains  won  at  negligible  cost  in  lives 
and  money.  Only  the  United  States  seriously  at¬ 
tempted  to  dispute  Japan’s  territorial  claims,  and 
the  American  opposition  was  overborne  by  the 
Allied  pledges  embodied  in  the  secret  agreements 
of  1917.  At  the  Washington  Conference  in  1921- 
1922,  Japan  reluctantly  agreed  to  return  Shantung 
province  to  China — a  step,  however,  which  merely 
fulfilled  the  original  pledge  contained  in  its  ulti¬ 
matum  to  Germany  of  August  14,  1914.  Even  after 
this  concession  had  been  made,  Japan  emerged 
from  the  World  War  in  a  much  more  command¬ 
ing  position  than  it  had  held  at  the  outset.  Its 
railway  and  territorial  leases  in  Manchuria  had 
been  extended  to  the  end  of  the  century,  while  its 
sea  frontiers  were  pushed  out  along  the  lines  of 
the  former  German  archipelagoes  in  the  north 
Pacific.  It  occupied  a  permanent  seat  on  the  League 
Council,  was  recognized  as  one  of  the  half-dozen  [ 
major  powers,  and  had  enjoyed  a  war  boom  that 
had  carried  its  industrial  production  and  foreign 
trade  to  far  higher  levels  than  before  the  war. 

Today  the  diplomatic  advantages  which  Japan 
possessed  in  1914-1918  are  almost  entirely  lacking.  , 
Since  1937  Japan’s  forward  moves  in  China  have 
led  to  growing  friction  with  Britain,  France  and 
the  United  States.  Direct  Japanese  pressure  against 
the  Western  powers  reached  a  new  high  pitch  in 
the  events  centering  around  the  blockade  of  the 
Tientsin  Concessions.  In  its  relations  with  the  ' 
U.S.S.R.  during  this  period,  over  and  above  the  ^ 
customary  disputes  regarding  fisheries,  the  Sakha- ; 
lin  mining  concessions  and  other  minor  issues, 

24.  Ihid.,  pp.  1167-69. 

25-26.  The  text  of  this  declaration,  however,  included  an  af¬ 
firmation  of  Japan's  respect  for  the  ojjen  door  and  China’s  in¬ 
tegrity,  while  a  secret  protocol  embodied  a  pledge  by  Viscount 
Ishii  that  Japan  would  not  take  advantage  of  existing  conditions 
to  seek  special  privileges  in  China  that  would  abridge  the  rights 
of  other  friendly  states.  Griswold,  The  Far  Eastern  Policy  of  tht 
United  States,  cited,  pp.  215-16. 
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Japan  has  engaged  Soviet  forces  in  a  series  of  mili¬ 
tary  conflicts.  The  increasing  scope  and  seriousness 
of  these  armed  disputes  is  apparent  in  the  follow¬ 
ing  enumeration:  Amur  River  (March  1937), 
Changkufeng  (July-August  1938),  and  Nomonhan 
(May-September  1939).  To  sustain  these  hostile  re¬ 
lations  with  the  major  Far  Eastern  powers,  as  well 
as  the  burden  of  the  war  in  China,  Japan’s  states¬ 
men  had  relied  mainly  on  the  support  derived  from 
the  country’s  loose  ties  with  Germany  and  Italy 
under  the  anti-Comintern  pact.  Even  this  prop 
was  removed  when  the  Soviet-German  treaty  of 
non-aggression  was  concluded  on  August  23. 

The  extreme  difficulties  of  Japan’s  diplomatic 
position  in  September  were  accentuated  by  the 
policies  pursued  during  the  summer  of  1939.  In 
May  and  June  the  Japanese  military  leaders  had 
launched  a  direct  and  intransigent  attack  on  the 
positions  of  third  powers  in  China.  This  shift  in 
policy  was  inaugurated  at  the  time  when  the  mili¬ 
tary  offensives  in  the  Yangtze  Valley  were  breaking 
down.  With  the  second  anniversary  of  the  war’s 
outbreak  approaching,  it  was  necessary  to  advance 
convincing  reasons  to  the  Japanese  people  for  the 
unforeseen  prolongation  of  hostilities.  The  Western 
powers  provided  a  convenient  scapegoat. 

The  first  move  in  the  new  campaign  occurred 
on  May  3,  when  the  Tokyo  Foreign  Office  pre¬ 
sented  notes  to  the  British  and  American  govern¬ 
ments  requesting  a  revision  of  the  regulations  gov¬ 
erning  the  administrative  status  of  the  International 
Settlement  at  Shanghai.  No  publicity  attended  the 
delivery  of  this  aide-memoire,  as  it  was  later  termed 
in  the  American  reply.  The  next  step  followed  on 
May  12  with  the  landing  of  Japanese  marines  on 
Kulangsu,  island  center  of  the  International  Settle¬ 
ment  at  Amoy.  This  occupation,  ostensibly  moti¬ 
vated  by  the  assassination  of  the  president  of  the 
Amoy  Chamber  of  Commerce,  a  Chinese  official  in 
the  local  puppet  regime,  was  followed  by  demands 
for  revision  of  the  Kulangsu  administration.  Events 
at  Kulangsu,  it  was  immediately  recognized,  pro¬ 
vided  a  test  case  for  the  larger  issues  at  stake  in 
Shanghai.  Several  Western  naval  vessels  were  con¬ 
centrated  off  the  island,  and  on  May  17-18  Ameri¬ 
can,  British  and  French  patrols,  each  equal  to  the 
Japanese  occupationary  force,  were  landed.  Strong 
measures  were  also  taken  at  Shanghai,  where  the 
local  Settlement  and  French  Concession  authorities 
mustered  an  impressive  display  of  all  available 
military,  naval  and  police  forces  on  May  19,  osten¬ 
sibly  to  round  up  concealed  terrorists  but  also  as  a 
warning  against  a  threatened  Japanese  coup  d’etat. 
Meanwhile,  the  American  reply  to  the  Japanese 
ude-memoire,  delivered  at  Tokyo  on  May  17, 


firmly  rejected  the  demands  concerning  the  Shang¬ 
hai  Settlement.^’’^®  The  British  reply,  presented  two 
days  later,  took  the  same  line,  and  there  Tokyo 
allowed  the  issue  to  rest. 

A  more  ominous  cloud  was  already  rising  in  the 
north  at  Tientsin,  where  the  assassination  of  a 
Chinese  customs  inspector  on  April  9  had  given 
occasion  for  a  serious  local  controversy.^^  The 
blockade  of  the  Tientsin  Concessions,  however, 
was  not  instituted  until  June  14,  over  two  months 
after  the  original  incident,  when  the  British  refusal 
to  surrender  four  Chinese  suspects  in  the  assassina¬ 
tion  case  was  taken  by  the  Japanese  authorities  as 
a  matter  for  direct  action.  The  time  chosen  for 
this  action,  and  its  bitter  and  determined  charac¬ 
ter,  were  the  result,  not  so  much  of  conditions  at 
Tientsin,  as  of  a  severe  political  struggle  then  pro¬ 
ceeding  within  Japan.  For  some  months  the  army 
extremists  had  been  pushing  a  campaign  to  trans¬ 
form  the  anti-Comintern  pact,  which  united  Japan 
with  Germany  and  Italy  in  an  ill-defined  fashion, 
into  a  hard-and-fast  military  alliance.  The  more 
cautious  Japanese  elements,  fearing  the  implica¬ 
tions  of  such  a  move  both  in  respect  to  Europe  and 
relations  with  the  United  States,  strongly  resisted 
the  extremist  pressure.^®  After  a  series  of  tense  ses¬ 
sions,  the  Cabinet  eventually  rejected  the  demand 
for  an  outright  alliance,  and  formally  sealed  the  de¬ 
cision  by  reporting  it  to  the  Emperor  on  May  20.^* 

The  army  extremists  reacted  to  this  sharp  rebuff 
in  a  manner  typical  of  Japanese  internal  political 
struggles  since  September  1931.  Eschewing  direct 
action  at  home  which,  in  the  military  uprising  of 
February  26,  1936,  had  revealed  serious  dangers  to 
the  state,  they  played  their  second  card  —  inde¬ 
pendent  military  action  in  the  field.  Soviet-Japanese 
hostilities  in  the  Nomonhan  area  of  the  Outer 
Mongolia-Manchoukuo  frontier,  reported  in  Domei 
dispatches  from  Tokyo,  began  on  May  20.*^  At 
the  same  time,  the  army  leaders  at  Tientsin  took 
up  the  assassination  case  which  had  hung  fire  since 
April  and  rapidly  transformed  this  minor  affair 
into  a  first-class  diplomatic  crisis.  In  these  maneu¬ 
vers  the  army  extremists,  aside  from  using  Britain 

27-28.  State  Department,  Press  Releases,  May  20,  1939,  pp. 
421-23. 

29.  For  a  Japanese  view  of  the  origins  and  development  of 
this  affair,  cf.  Masaji  Nagato,  “Tientsin  and  the  Foreign  Con¬ 
cessions,"  Contemporary  Japan  (Tokyo,  The  Foreign  Affairs  As¬ 
sociation  of  Japan),  August  1939,  pp.  751-61;  for  a  British 
view,  cf.  The  Bulletin  of  International  News  (London,  Royal 
Institute  of  International  Affairs),  July  1,  1939,  pp.  643-56. 

30.  Hitler  had  apparently  hojjcd  to  include  Japan  in  the  alli¬ 
ance  arranged  with  Italy  on  May  22,  1939,  which  was  formally 
signed  immediately  after  the  Japanese  Cabinet  reached  its  nega¬ 
tive  decision. 

31.  New  Yor^  Herald  Tribune,  May  21,  1939. 

32.  Ibid.,  May  24,  1939. 
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as  a  scapegoat  for  their  military  failure  in  China, 
were  aiming  at  two  broad  objectives.  By  adding  to 
the  Soviet-Japanese  hostilities  along  Manchoukuo’s 
borders  a  severe  test  of  strength  with  Britain,  they 
were  creating  a  situation  in  which  a  close  alliance 
with  Germany  became  an  obvious  necessity.  Their 
actions  thus  served  the  exigencies  of  the  p)olitical 
fight  for  the  alliance,  which  proceeded  with  un¬ 
abated  vigor  at  home  both  within  and  outside  the 
Cabinet.  The  second  objective  centered  on  the  sit¬ 
uation  at  Tientsin,  where  the  extremists  seized  on 
an  apparent  opportunity  to  win  British  “coopera¬ 
tion”  in  solving  the  difficulties  they  faced  in  China. 

The  army  leaders  had  drawn  certain  lessons  from 
the  Shanghai-Amoy  fiasco  in  May,  particularly 
the  desirability  of  breaking  the  Anglo-American- 
French  front,  formed  in  defense  of  the  common 
Western  interests  at  stake.  At  Tientsin,  where  the 
United  States  had  no  jurisdictional  interest,  the 
attack  could  be  specially  directed  against  Britain, 
and  pushed  home  at  a  time  when  Germany  was 
pressing  the  British  hard  in  Europe.  Significant 
concrete  gains  were  envisaged.  It  was  thought  that 
the  admittance  of  Japanese  to  a  share  in  policing 
the  British  Concession  might  prove  the  entering 
wedge  in  destroying  the  administrative  integrity  of 
the  foreign<ontrolled  centers  in  China.  It  was  fur¬ 
ther  hoped  that  the  British  might  be  induced  to 
give  up  their  support  of  the  Chinese  national  cur¬ 
rency,  thus  dealing  a  blow  to  China’s  powers  of 
economic  resistance.  The  supreme  aim  involved  a 
demand  that  Britain  bring  pressure  on  the  Chi¬ 
nese  government  to  conclude  a  peace  settlement  on 
Japanese  terms.  This  Japanese  demand,  expressed 
in  the  ambiguous  formula  of  securing  “British  co¬ 
operation  in  establishing  the  new  order  in  East 
Asia,”  constituted  a  flank  attack  on  the  central 
problem  of  overcoming  Chinese  military  resistance. 
A  Far  Eastern  Munich,  obtained  through  British 
aid,  might  achieve  what  Japan’s  armed  forces  had 
failed  to  accomplish. 

The  Japanese  operations  at  Tientsin,  beginning 
with  the  blockade  of  the  Concessions,  were  directly 
and  exclusively  controlled  by  the  local  army  com¬ 
manders.  This  fact,  as  well  as  the  vital  issues  at 
stake,  accounted  for  the  reckless  determination 
with  which  the  attack  on  Britain  was  pursued. 
To  the  stripping  incidents  at  the  Concession  barri¬ 
cades  was  added  a  general  anti-British  campaign 
throughout  North  China  which  forced  British  na¬ 
tionals  to  evacuate  a  number  of  interior  cities. 

During  the  early  stages  of  this  diplomatic  ad¬ 
venture,  it  seemed  not  unlikely  that  it  might  be 
pushed  through  to  a  successful  conclusion.  The 
possibilities  of  effective  American  intervention  ap¬ 


peared  limited.  On  June  19  Secretary  Hull  issued  | 
a  brief  statement  expressing  the  concern  of  the 
United  States  over  the  “broader  aspects”  of  the 
Tientsin  dispute,  and  on  June  21  the  State  Depart¬ 
ment  announced  that  the  American  Consul-Gen¬ 
eral  in  Tientsin  had  formally  objected  to  the  ad¬ 
verse  effects  of  the  blockade  on  the  interests  and 
general  welfare  of  the  American  nationals  in  the 
city.^^  At  the  time,  however,  it  was  difficult  to  fore¬ 
see  how  these  protests  might  be  implemented,  and 
to  all  intents  Britain  had  to  meet  the  storm  alone.  ! 

The  British  government,  taking  comfort  from  f 
the  fact  that  the  broader  Japanese  demands  were 
voiced  only  unofficially  by  the  local  authorities  at  I 
Tientsin,  sought  to  initiate  conversations  with  the 
Tokyo  Foreign  Office  through  formal  diplomatic 
channels.  The  latter  was  apparently  not  averse  to 
taking  the  issue  out  of  the  hands  of  the  Tientsin 
authorities,  and  an  agreement  that  formal  conversa¬ 
tions  should  be  held  in  Tokyo  was  reached  as  early 
as  June  27.^'*  Owing  to  the  need  for  caution  in  view 
of  the  army’s  attitude,  however,  preliminary  conver¬ 
sations  between  the  British  Ambassador  and  the 
Japanese  Foreign  Minister  were  not  opened  until 
July  15  at  Tokyo.  On  July  24  Ambassador  Craigie 
and  Foreign  Minister  Arita  published  a  formula, 
by  which  Britain  recognized  the  “special  require¬ 
ments”  of  the  Japanese  army  for  maintenance  of 
order  in  occupied  areas  of  China,  and  under  which 
negotiations  for  a  settlement  of  the  Tientsin  dis¬ 
pute  would  be  conducted.^’  Despite  this  reassur¬ 
ance,  the  Japanese  army  commanders  at  Tientsin 
successfully  insisted  on  being  directly  represented 
in  the  ensuing  negotiations. 

For  a  brief  moment,  the  army  leaders  seemed  on 
the  point  of  realizing  their  main  objectives.  Despite 
the  ambiguity  of  the  Craigie-Arita  formula,  it 
represented  an  approach  toward  full  admission  of  f 
Japan’s  belligerent  status  in  its  undeclared  war—  * 
a  postulate  which  opened  up  wide  possibilities  of 
further  invasion  of  the  Western  powers’  rights  in 
China.  The  first  fruits  of  the  new  harvest  were  ex¬ 
pected  to  be  reaped  from  the  negotiations  at  Tokyo. 

At  Washington,  moreover,  the  proponents  of  isola¬ 
tion  had  meanwhile  balked  revision  of  the  Neu¬ 
trality  Act,  after  which  several  Congressional  pro¬ 
posals  looking  toward  restrictions  on  American 
trade  with  Japan  were  laid  aside.  The  chances  of 
effective  American  cooperation  with  Britain  on  the 
important  issues  underlying  the  Tientsin  dispute 
seemed  thereby  further  reduced.  j 

33.  U.S.  State  Department,  Press  Releases,  June  24,  1939,  P-  [ 

541;  The  New  York.  Timas,  June  19,  21,  1939.  | 

34.  Cf.  recapitulation  of  negotiations  in  Foreign  Office  state¬ 
ment,  The  Times  (London),  August  21,  1939.  ; 

35.  For  text  of  the  Craigie-Arita  formula,  cf.  ibid.  p 
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The  tide  turned  appreciably  on  July  26,  when  the 
State  Department  abruptly  served  notice  on  Japan 
that  “with  a  view  to  better  safeguarding  and  pro¬ 
moting  American  interests”  the  United  States  gov¬ 
ernment  was  terminating  the  Japanese- American 
•  treaty  of  commerce  and  navigation  of  1911.^^  Six 
months  were  required  before  the  treaty  would  ter¬ 
minate;  and  it  was  clear  that  further  consideration 
of  applying  economic  sanctions  against  Japan 
would  probably  have  to  wait  the  expiration  of  this 
\  period.  Secretary  Hull’s  move,  nevertheless,  consti- 
[  tuted  a  stiff  warning  to  Japan  and  strengthened 
Britain’s  hands  in  the  Tokyo  negotiations. 

I  During  the  early  stages  of  the  negotiations,  the 
British  government  agreed  to  certain  measures  pro¬ 
viding  for  closer  cooperation  between  the  Conces¬ 
sion  authorities  and  the  Japanese  army  for  main¬ 
taining  law  and  order  at  Tientsin.^^  In  addition, 
the  British  government  decided  on  August  ii  that 
the  four  Chinese  accused  of  complicity  in  the  as¬ 
sassination  case  which  had  originally  provoked  the 
Tientsin  dispute  should  be  handed  over  for  trial  in 
the  local  (Japanese-dominated)  Chinese  court.^* 
But  when  the  Japanese  negotiators  presented  de¬ 
mands  for  a  ban  on  the  circulation  of  Chinese  na¬ 
tional  currency  within  the  Tientsin  Concession  and 
for  the  surrender  of  Chinese  silver  reserves  depos¬ 
ited  at  Tientsin  and  in  the  diplomatic  quarter  of 
Peiping,  a  serious  hitch  developed.  The  British  con¬ 
ferees  asked  for  fresh  instructions  from  London 
which,  in  turn,  consulted  the  French  and  American 

i  governments.^^  After  a  long  delay,  punctuated  by 
warnings  from  the  Japanese  army  leaders  and  the 
press,  as  well  as  by  the  departure  for  Tientsin  of 
the  Japanese  military  conferees  on  August  14,  Am¬ 
bassador  Craigie’s  instructions  finally  arrived.  Act¬ 
ing  on  these  instructions,  he  informed  the  Japanese 
t  negotiators  on  August  18  that  “the  views  of  other 
i  interested  Powers”  would  have  to  be  taken  into 

;  36.  Department  of  State,  Bulletin,  July  29,  1939,  p.  81. 

37.  These  measures,  according  to  the  Foreign  Office  statement, 
conformed  generally  “to  the  practice  already  in  force  at  Shang¬ 
hai,”  did  “not  affect  the  administrative  integrity  of  the  Con¬ 
cession,”  and  were  “subject  to  final  settlement  on  points  of 
detail.”  The  Times,  August  21,  1939. 

38.  New  evidence  submitted  by  the  Japanese  authorities,  it  was 
claimed,  had  induced  London  to  conclude  that  a  prima  facie 
case  had  been  made  out  against  the  accused  Chinese.  {Bulletin 
of  International  News,  August  26,  1939,  p.  861).  Despite  efforts 
by  several  private  British  citizens  to  contest  this  decision  by  legal 
action  in  the  British  courts,  the  four  Chinese  were  handed  over 
for  trial  on  September  5,  1939.  The  New  Yorh_  Times,  Septem- 
ber  6,  1939. 

39-  The  American  Charge  d’Affaires  and  the  French  Counselor 
i  of  Embassy  informed  the  Tokyo  Foreign  Office  on  August  9 
p  that  “their  Governments  had  common  interests  with  Great 
Britain  in  regard  to  Tientsin,  and  were  exchanging  views  with 
!  the  British  Government.”  Bulletin  of  International  News,  Au¬ 
gust  26,  1939,  p.  858. 


account  in  any  further  discussions  of  the  proposals 
affecting  the  currency  and  silver  questions."*® 
There  the  negotiations  broke  down,  with  none  of 
the  Japanese  aims  achieved. 

The  interplay  between  London,  Paris  and  Wash¬ 
ington,  perhaps  not  wholly  to  the  dissatisfaction  of 
the  Tokyo  Foreign  Office,  had  checked  the  army 
leaders’  adventurous  game.  At  the  time,  however, 
the  military  showed  no  intention  of  accepting  de¬ 
feat.  Since  May  20  the  struggle  over  the  issue  of  an 
alliance  with  Germany  had  continued  to  occupy 
first  place  in  domestic  politics."**  "*^  Soviet-Japanese 
hostilities,  which  had  persisted  throughout  the 
summer,  reached  their  height  at  the  end  of  August. 
The  Japanese  army  leaders,  moreover,  were  pre¬ 
paring  to  renew  direct  action  against  British  cen¬ 
ters  in  China.  Severe  floods  had  disrupted  the 
blockade  at  Tientsin,  and  the  attack  again  shifted 
toward  the  south.  At  Shanghai  on  August  19  a 
British  police  sergeant,  shot  in  the  back  by  a 
Japanese-controlled  Chinese  police  squad  operating 
on  the  borders  of  the  International  Settlement,  re¬ 
turned  fire,  killing  two  and  wounding  six  others."*^ 
A  set  of  Japanese  demands  was  immediately  pre¬ 
sented  to  the  Municipal  Council  and  6,000  Japanese 
troops  were  landed  in  the  Shanghai  area,  reportedly 
in  preparation  for  action  against  the  International 
Settlement."*^  At  Hongkong,  meanwhile,  Japanese 
troops  occupied  the  mainland  borders  of  the  Kow¬ 
loon  leased  territory,  and  the  British  authorities 
made  preparations  to  meet  a  threatened  blockade 
of  the  Colony."*’  This  pattern  of  events,  typical  of 
the  period  since  May,  was  rudely  interrupted  by 
conclusion  of  the  Soviet-German  pact  on  August  23. 

After  several  days’  reflection  the  implications  of 
the  pact  were  fully  realized,  and  a  swift  readjust¬ 
ment  of  Japanese  policy  effected.  The  demands  on 
the  Shanghai  Council  were  shelved,  and  the  Jap¬ 
anese  troops  along  the  Kowloon  territory’s  border 
removed.  On  August  28  the  Hiranuma  Cabinet 
resigned  en  bloc.  The  army  extremists  were  badly 
discredited  by  the  Soviet-German  pact,  and  the  new 
Cabinet  under  General  Nobuyuki  Abe  registered 
a  pronounced  shift  from  the  right  toward  the  cen¬ 
ter.  Negotiations  for  a  settlement  of  Soviet-Japanese 
hostilities  on  the  Mongolian-Manchurian  border, 
where  the  Kwantung  Army  had  suffered  a  disas- 

40.  The  Times,  August  21,  1939. 

41-42.  Cf.  New  York.  Herald  Tribune,  June  4,  7;  July  6;  Au¬ 
gust  3,  4,  1939;  also  The  New  York  Times,  June  6;  August  4, 
10,  13.  1939- 

43.  The  New  York  Times,  August  20,  1939. 

44.  New  York  Herald  Tribune,  August  22,  25,  1939. 

45.  Ibid.,  August  20,  1939;  The  New  York  Times,  August  23, 
»939- 
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trous  military  defeat  at  the  end  of  August, were 
immediately  instituted.  A  truce,  concluded  on  Sep¬ 
tember  15,  provided  that  the  existing  battle-line 
would  constitute  the  de  facto  frontier  pending  the 
work  of  a  joint  border  commission.^’  At  the  same 
time  Japan  began  preliminary  efforts  toward  reach¬ 
ing  a  compromise  arrangement  with  the  Western 
powers,  while  in  China  it  was  forced  back  on  the 
necessity  of  undertaking  another  large-scale  of¬ 
fensive — an  alternative  which  Japan’s  army  leaders 
had  been  seeking  to  avoid  since  May  1939. 

PROSPECTS  ON  THE  ECONOMIC  FRONT 

The  speculative  rise  in  the  Tokyo  stock  market"*® 
which  greeted  the  outbreak  of  the  European  con¬ 
flict  was  a  response  to  the  memory  of  events 
twenty-five  years  earlier.  In  the  economic  sphere, 
Japan’s  experience  during  the  World  War  was 
closely  analogous  to  that  of  the  United  States. 

Between  1914  and  1920  Japan’s  total  foreign  trade 
increased  from  ¥1,187  million  to  ¥4,285  million. 
Through  1918  the  rise  in  exports  far  outran  that  in 
imports.  During  the  1914-1918  period,  Japan’s  mer¬ 
chandise  trade  registered  an  excess  of  exp>orts  of 
¥1,460  million — as  contrasted  with  an  import  ex¬ 
cess  of  ¥1,158  million  for  the  previous  20  years.  In 
addition,  there  was  an  even  heavier  credit  balance 
on  invisible  trade  items,  so  that  the  combined  bal¬ 
ances  for  the  four  years  totaled  approximately 
¥3,000  million."*^  The  nation’s  financial  reserves, 
largely  held  abroad,  greatly  expanded.  Extensive 
loans  and  investments  were  made  in  foreign  coun¬ 
tries,  while  specie  holdings  abroad  increased  by 
¥1,096  million  from  1915  to  1919.’° 

An  expansion  of  Japan’s  foreign  trade,  even 
partly  equivalent  in  scope  to  that  of  the  World 
War  era,  would  provide  an  answer  to  problems 
which  are  preoccupying  Japanese  leaders  at  the 
present  time.  Above  all,  it  would  serve  to  cut  down 
the  large  excess  of  imports  which  has  developed 
since  1937,  and  has  continued  to  exist  despite  all 
efforts  at  trade  control.  Yet  many  factors  combine 
to  render  a  repetition  of  Japan’s  trade  boom  during 
the  World  War  unlikely.  The  “wartime  economy” 
Japan  has  set  up  in  order  to  prosecute  the  cam- 

46.  An  official  War  Office  representative  admitted  before  a 
prefectural  governors’  conference  on  October  3  that  the  Japanese 
army  had  suffered  18,000  casualties  in  the  final  phase  of  the 
fighting.  The  New  Yor^  Times,  October  4,  1939. 

47.  Ibid.,  September  16,  1939. 

48.  Ibid.,  September  5,  1939. 

49.  Foreign  Trade  of  fapan:  A  Statistical  Survey  (Tokyo, 
The  Oriental  Economist),  pp.  23-27. 

50.  Harold  G.  Moulton,  fapan:  An  Economic  and  Financial 
Appraisal  (Washington,  The  Brookings  Institution,  1931),  p. 
282;  cf.  also  pp.  283-89. 


japan’s  position  in  the  war  crisis 


paign  in  China  severely  restricts  export  trade.  The  | 
scarcity  of  foreign  exchange,  as  well  as  the  dwind-  [ 
ling  gold  reserve,  have  forced  resort  to  the  strictest 
economy  even  in  the  purchase  of  such  a  vital  item 
as  raw  cotton,  which  serves  Japan’s  major  export  [ 
industry.  Capital  resources  have  been  increasingly  ^ 
strained  in  order  to  cover  the  huge  bond  flotations 
for  war  expenditure  and  to  meet  the  accentuated  * 
demands  for  private  and  corporate  financing.  With 
over  a  million  men  continuously  under  arms  for 
two  years,  the  labor  shortage  has  become  steadily  ' 
more  acute.  There  is  also  a  severe  shortage  in  ship-  ) 
ping.  In  each  of  these  categories,  some  diversion 
of  resources  to  production  for  export  can  undoubt-  i 
edly  be  made,  but  not  on  a  scale  sufficient  to  cover 
anything  more  than  a  very  limited  increase.  Japan, 
in  fact,  is  confronted  with  a  major  dilemma.  The  ^ 
choices  of  continuing  the  war  in  China  and  of 
realizing  the  profits  of  an  export  boom  are  to  a  ! 
large  extent  mutually  exclusive.  i 

Even  granting  the  availability  of  capital,  raw  ma¬ 
terials,  and  labor  resources,  it  is  questionable 
whether  Japan  could  duplicate  its  phenomenal  ; 
trade  expansion  of  1915-1918  at  the  present  time. 
Asiatic  countries,  the  British  Empire  and  the  * 
United  States,  all  of  which  were  exploited  by  Japan 
in  the  earlier  period,  offer  the  three  main  fields 
for  a  renewed  export  advance.  Much  of  China,  in¬ 
cluding  Manchuria,  has  since  been  brought  within 
the  yen  bloc.  Increased  “exports”  to  this  region  bring 
in  no  foreign  exchange.  Industrial  development 
in  other  Asiatic  countries,  notably  British  India 
and  the  Dutch  East  Indies,  has  led  to  the  institu¬ 
tion  of  various  protective  devices  against  Japanese 
goods  since  the  World  War  period.  If  the  European 
war  continues  for  any  length  of  time,  the  Domin¬ 
ions  are  likely  to  be  tied  in  much  more  closely 
with  Britain’s  wartime  economy.  England’s  recent 
monopolization  of  the  entire  Australian  wool  clip, 
hitherto  largely  absorbed  by  Japan  for  its  woollen 
export  industry,  illustrates  one  phase  of  a  develop¬ 
ment  toward  an  increased  Empire  self-sufficiency. 
Equal  uncertainties  confront  Japan  in  connection  ! 
with  the  American  market.  An  increase  in  the  sale  , 
of  Japanese  goods  to'  the  United  States,  unless  ma-  J 
terially  aided  by  an  American  industrial  boom,  is 
likely  to  be  limited  by  the  unofficial  consumers’ 
boycott,  the  development  of  synthetic  silks  such  as 
“nylon,”  and  the  political  friction  arising  from 
Japan’s  activities  in  China — a  factor  which  has  al¬ 
ready  led  to  denunciation  of  the  Japanese-American 
trade  treaty. 

Certain  gains  will  doubtless  be  secured  by  Japan  i 
as  a  result  of  the  enforced  withdrawal  of  European  , 
competitors  from  a  number  of  markets.  They  can 
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hardly  be  substantial  enough  to  solve  the  current 
difficulties  of  Japan’s  international  trade  position, 
or  add  materially  to  its  depleted  foreign  exchange 


reserves. 


the  outlook  for  japan 

At  the  beginning  of  October  1939,  one  month 
after  the  outbreak  of  the  European  war,  the  aggres¬ 
sive  policies  which  Japan  had  pursued  in  the  Far 
East  for  eight  years  seemed  to  have  ended  in  a 
cul-de-sac.  Within  the  brief  space  of  ten  weeks 
Japan  had  suffered  five  major  setbacks:  denuncia¬ 
tion  of  the  Japanese-American  trade  treaty,  collapse 
of  the  campaign  against  Britain,  the  Kwantung 
Army’s  defeat  on  the  Outer  Mongolian  frontier, 
desertion  of  the  anti-Comintern  front  by  Germany, 
and  the  military  defeat  north  of  Changsha.  Under 
other  circumstances,  Japan  might  well  have  profited 
from  a  second  great  conflict  in  Europe.  The  ac¬ 
cumulation  of  reverses  since  July  26,  1939  had  com¬ 
pletely  altered  the  outlook  and  placed  Japan  in  a 
thoroughly  disadvantageous  situation. 

Two  of  the  major  Far  Eastern  powers — the  United 
States  and  the  Soviet  Union — were  in  a  stronger 
position  than  at  any  time  since  1931  to  block  a  for¬ 
ward  Japanese  move.  Denunciation  of  the  Japanese- 
American  trade  treaty  had  freed  the  hands  of  the 
United  States,  and  given  it  the  requisite  power  to 
impose  drastic  economic  penalties  in  defense  of 
threatened  American  interests  in  China.  The  de¬ 
pendence  of  Japan  on  the  American  market,  from 
which  it  had  secured  between  50  and  60  per  cent 
of  its  imports  of  needed  war  materials  since  1937, 
had  been  greatly  enhanced  by  the  European  con¬ 
flict.  The  United  States  had  made  no  move  to  place 
restrictions  on  the  sale  of  such  materials  to  Japan, 
and  during  the  first  seven  months  of  1939  they 
had  crossed  the  Pacific  in  slightly  increased  volume 
over  the  corresponding  period  of  1938.’^  Yet  the 
possibility  of  an  embargo  at  the  next  regular  session 
of  Congress,  after  expiration  of  the  trade  treaty, 
was  being  seriously  reckoned  with  at  Tokyo,  and 
the  full  resources  of  Japanese  diplomacy  were  being 
mobilized  to  prevent  it  at  all  costs. 

Equally^  serious  for  Japan  were  the  effects  of  the 
Soviet-German  pact  in  freeing  the  U.S.S.R.  from 
the  threat  of  a  combined  German-Japanese  attack, 

51.  Cf.  Kurt  Bloch,  Far  Eastern  Survey,  September  27,  1939, 
pp.  226-27;  Miriam  S.  Farley,  ibid.,  October  25,  1939;  Atnerasia, 
October  1939,  pp.  367-70. 

5J-  In  these  months  Japan’s  imports  from  the  United  States 
were  valued  at  ¥590,403,588,  as  against  ¥533,150,272  during 
the  same  pericxl  of  1938.  Japan’s  exports  to  the  United  States 
h«i  also  increased  from  ¥207,290,863  to  ¥261,187,148  in  this 
period.  Monthly  Return  of  the  Foreign  Trade  of  Japan,  cited, 
luly  1939,  p.  9. 


and  thus  strengthening  the  Soviet  Union’s  posi¬ 
tion  in  the  Far  East.  Japan  had  never  envisaged  a 
European  conflict  in  terms  which  permitted  the 
U.S.S.R.  to  stand  alcxif  from  the  actual  hostilities. 
By  concluding  a  truce  to  the  fighting  on  Manchou- 
kuo’s  borders  on  September  15,  Japan  acknowl¬ 
edged  the  new  diplomatic  alignment  as  well  as 
the  Kwantung  Army’s  defeat.  It  also  opened  the 
door  to  a  further  improvement  in  Soviet-Japanese 
relations.  There  was  no  indication,  however,  that 
the  Soviet  Union  would  agree  to  limit  its  aid  to 
China.  As  a  result  of  its  non-aggression  pact  with 
China,  signed  in  August  1937,  the  U.S.S.R.  has 
concluded  three  successive  barter-and-loan  agree¬ 
ments  with  the  Chinese  government.  The  last  of 
these,  for  the  amount  of  U.S.  $140  million,  was 
announced  early  in  August  1939.  ^viet  airplanes, 
delivered  to  the  Chinese  central  government  under 
the  terms  of  this  contract,  were  engaged  in  the  re¬ 
cent  fighting  on  the  Changsha  front.  For  several 
years  the  Soviet  Union’s  trade  turnover  with  Japan 
has  steadily  declined,  until  it  is  now  negligible.’^ 

Japan  was  able  to  descry  a  ray  of  hope  in  but 
one  quarter  of  the  diplomatic  horizon.  If  Britain  and 
France  become  heavily  engaged  on  the  European 
front,  the  defense  of  their  Far  Eastern  possessions 
may  be  seriously  jeopardized.  The  demands  tenta¬ 
tively  raised  by  Japan  at  Shanghai  in  mid-Septem¬ 
ber,  concerning  “revision”  of  the  defense  sectors  of 
the  International  Settlement  and  withdrawal  of 
British  and  French  troops  from  China  to  preserve 
the  “neutrality”  of  the  Far  East,’'*  indicated  a 
possible  line  of  future  Japanese  action.  One  serious 
obstacle  blocks  an  advance  in  this  direction.  Ameri¬ 
can  interests  in  China,  both  political  and  economic, 
are  so  closely  intertwined  with  those  of  Britain 
and  France  that  they  stand  or  fall  together.  And 
the  United  States,  as  previously  noted,  wields  an 
even  greater  influence  in  Far  Eastern  affairs  as  a 
result  of  the  European  war.  Facing  the  threat  of 
an  embargo  on  American  war  materials,  Japan  will 
undoubtedly  hesitate  to  press  forward  at  the  pace 
of  last  summer.  The  concentration  of  the  American 
fleet  in  Pacific  waters,  abruptly  undertaken  at  the 
outset  of  the  European  crisis,  represents  a  further 
deterrent  to  Japan.  If  the  Western  powers  maintain 
the  cooperation  they  displayed  during  the  spring 
and  summer  of  1939,  they  can  probably  continue 
to  block  further  Japanese  encroachment  on  their 
positions  in  China. 

53.  During  the  first  seven  months  of  1939,  Japan’s  imports 
from  the  U.S.S.R.  amounted  to  ¥143,786,  while  its  exports  to 
the  U.S.S.R.  came  to  ¥237,591 — a  total  of  ¥381,377.  {Ibid., 
pp.  8-9.)  In  1936  aggregate  Soviet-Japanese  trade  had  been 
valued  at  ¥52,683,503.  Ibid.,  December  1938,  pp.  8-9. 

54.  The  New  Yorl^  Times,  September  8,  14,  15,  1939. 
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An  important  reservation  arises  in  this  connec¬ 
tion — the  willingness  of  the  Western  powers  to 
maintain  their  previous  stand  against  Japan.  The 
new  “appeasement”  Cabinet  at  Tokyo,  by  offer¬ 
ing  concessions  to  Anglo-French  interests  in 
“occupied”  China,  may  now  find  it  much  easier 
to  come  to  terms  with  Britain  and  France, 
especially  if  these  powers  become  concerned 
over  the  possible  enhancement  of  Soviet  influ¬ 
ence  in  the  Far  East.  In  recent  weeks  the  with¬ 
drawal  of  British  gunboats  from  the  Yangtze  River, 
the  proposed  renewal  of  Anglo-Japanese  negotia¬ 
tions  at  Tokyo,  and  the  reports  of  French  sugges¬ 
tions  at  Chungking  that  China  should  conclude 
“peace”  with  Japan  all  point  in  the  direction  of 
compromise.’’  This  is  the  supreme  diplomatic  op¬ 
portunity  presented  to  Japan  by  the  European  war. 

The  policy  adopted  by  the  United  States  may  de¬ 
cide  the  issue,  more  particularly  since  London,  as 
well  as  Tokyo,  is  increasingly  responsive  to  Amer¬ 
ican  action  at  this  time.  Ambassador  Crew’s  forth¬ 
right  speech  at  Tokyo  on  October  19,  in  which  he 

55.  Cf.  also  the  warning  by  Sir  Stafford  Cripps  that  the  Anglo- 
Japanese  Alliance  is  being  revived.  The  New  York.  Times,  Octo¬ 
ber  II,  1939. 


Stated  that  the  American  people  “regard  with  grow¬ 
ing  seriousness  the  violation  and  interference  with 
American  rights  by  Japanese  armed  forces  in  China 
in  disregard  of  treaties  and  agreements,”’^  may 
have  laid  the  basis  for  an  approach  toward  settle¬ 
ment  of  the  larger  questions  involved  in  the  Sino- 
Japanese  conflict.  Although  the  terms  on  which 
agreement  might  be  effected  are  still  uncertain, 
there  would  seem  to  be  two  main  alternatives: 
restoration  of  China’s  territorial  and  administrative 
integrity  and  the  open  door,  or  limited  concessions 
to  Western  nationals  and  interests  within  the 
framework  of  Japan’s  “new  order”  in  East  Asia. 
The  first  alternative  holds  out  the  possibility  of  a 
Far  Eastern  settlement  which  might  be  expected  to 
achieve  some  degree  of  stability.  In  the  second  case, 
Sino-Japanese  hostilities  might  be  prolonged  in¬ 
definitely,  with  China  turning  exclusively  to  the 
Soviet  Union  for  the  means  of  continued  resistance 
to  Japanese  aggression;  while  Western  interests 
would  be  accorded  an  uneasy — and  undoubtedly 
temporary — lease  of  life  in  the  areas  of  China  con¬ 
trolled  by  Japan’s  military  forces. 

56.  Ibid.,  October  19,  1939. 
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